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QUESTION ONE (COMPULSORY)

(a) Outline and explain the types of investment [3 marks]
(b) Define savings and derive the saving function from the consumption function C = a+ by
[14 marks]
(c) Differentiate between Gross Domestic Product and Gross National Product [4 marks]
(d) Explain the effect of cupping of interest rates by the Government of Kenya on the economy of
Kenya [6 marks]
(e) As an economist, suggest the measures that the Government of Kenya should take to reduce

unemployment [7 marks]

QUESTION TWO

(a) Suppose in an economy, autonomous investment (1) is Ksh. 600 and the following consumption is
given, C = 200 + 0.8Y. Find the equilibrium level of income. [7 marks]

(b) Explain the components of National Income [8 marks]

QUESTION THREE

(a) Explain the causes of inflation in the Kenyan economy [6 marks]
(b) Explain the fluctuations in the economy with help of the IS and LM curve. [9 marks]

QUESTION FOUR

(a) What are the causes of disequilibrium on Balance of payments in Kenya [6 marks]
(b) Explain the remedial measures adopted by the Kenyan Government to correct disequilibrium on

the balance of payment [9 marks]
QUESTION FIVE
(a) Explain the objectives of fiscal policy in Kenyan economy [6 marks]
QUESTION SIX

(a) National Income Estimates are very useful in formulating plans of all sectors of the economy.
Explain the three methods of Accounting National Income [9 marks]

(b) Make brief notes on the following terms

i. GDP [2 marks]

ii.  Unemployment rate [2marks]

iii.  Disposable income [2 marks]

(b) Discuss the effects of economic growth in a developing economy [9 marks]
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